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SUBJECT: POSSIBLE EXIM FINANCING FOR LOCOMOTIVES 

REF: A. NAIROBI 9412 (NOTAL) 

B. STATE 261167 (NOTAL) 

1. EMBOFF MET WITH PERMANENT SECRETARY OF THE MINISTRY OF POWER 
AND COMMUNICATIONS TO CONVEY INFORMATION CONTAINED IN 
REFTEL B. PERM SEC DOES NOT FEEL GOK CAN PRESENTLY ACCEPT 

SUCH FINANCING TERMS ON LONG TERM ASSETS BECAUSE OF MIN. 

OF FINANCE'S FEELINGS TOWARDS KENYA'S DEBT MAINTENANCE 
PROGRAM. AS RAILWAYS IN KENYA ARE VIEWED AS AN INTEGRAL PART 
OF THE GOVERNMENT'S DEVELOPMENT PROGRAM FOR THE COUNTRY 
THEY ARE NOT ALLOWED TO GENERATE PROFIT QUICKLY ENOUGH TO 
ALLOW SUCH RAPID REPAYMENT. 

2. PERM SEC DID STATE THAT IF PART OF PURCHASE PRICE (EVEN AS 
LITTLE AS 20 PERCENT) COULD BE FINANCED ON LONGER TERM. 
CONCESSIONARY FINANCING THEN THE PACKAGE WOULD LOOK 
BETTER TO GOK FINANCIAL PLANNERS. HE IS OF THE OPINION 
THAT IF NO SUPPLIER CAN PROVIDE TERMS OF THIS NATURE THE 
GOK WILL HAVE TO DEFER THE PURCHASE OF LOCOMOTIVES IN SPITE 
OF THE FACT THAT THE GOK FEELS THAT UPGRADING THE RAILWAYS 
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IS A NECESSARY PART OF THEIR INCREASED EMPHASIS ON AGRIC- 
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ULTURAL DEVELOPMENT. 

2. THE CHIEF MECHANICAL ENGINEER OF THE RAILWAYS INFORMED AN 
EMBOFF THAT ANOTHER COUNTRY HAS OFFERED KENYA THE FOLLOWING 
TERMS FOR THE PURCHASE OF 50 LOCOMOTIVES; TEN PERCENT DOWN, 

WITH 60 PERCENT OF THE FINANCED PORTION AT 7.5 PERCENT 
INTEREST AND THE REMAINING 40 PERCENT AT 8.5 PERCENT. THE 
REPAYMENT PERIOD WOULD BE 15 YEARS. HE DID NOT YET KNOW 
WHAT THE MIN. OF FINANCE'S REACTION TO THIS OFFER WOULD 
BE BUT DID NOT THINK THAT THEY WOULD ACCEPT IT. 

4. A REPRESENTATIVE OF GENERAL ELECTRIC HAS INFORMED THE 
EMBASSY THAT THE CANADIAN INTERNATIONAL DEVELOPMENT AGENCY 
(CIDA) MAY BE INTERESTED IN PARTIAL FINANCING OF THE 
LOCOMOTIVES, ON TERMS SIMILAR TO USAID PROGRAM LOAN, IF 

THE GOK BUYS CANADIAN MADE PRODUCTS. THE EMBASSY HAS NOT 
BEEN ABLE TO CONFIRM THIS INFO TO DATE. 

5. COMMENT: THE GOK IS STILL VERY INTERESTED IN US MADE 
LOCOMOTIVES ON BOTH A TECHNICAL AND PRICE BASIS (THEY WERE 
PARTICULARLY IMPRESSED WITH A RECENT GE PRICE QUOTE) BUT 

IS NOT IN A POSITION TO ACCEPT NORMAL EXIM TERMS. THE MIN. 

OF FINANCE IS VIEWING THE PURCHASE AND REPAYMENT TERMS IN 
VIEW OF KENYA'S ALREADY EXISTING OBLIGATIONS AND REVENUE 
TO BE DERIVED FROM THE RAILWAYS AND DOES NOT FEEL KENYA 
IS IN A POSITION TO OBLIGATE HERSELF TO REPAYMENT OVER 
SUCH A SHORT PERIOD OF TIME. IF EVEN A SMALL PORTION OF 
THE PURCHASE PRICE CAN BE FINANCED ON LONGER TERM, 

CONCESSIONARY FINANCING THE US WILL BE IN AN EXCELLENT 
POSITION TO SELL 50 LOCOMOTIVES TO KENYA IN THE VERY NEAR 
FUTURE. WITHOUT SUCH FINANCING THE US WILL PROBABLY LOSE 
OUT ON THE SALE. 

EMBASSY RECOGNIZED THAT AID/WASHINGTON HAS ALREADY DETERMINED 
(STATE 161888) THAT CONCESSIONAL FINANCING IS NOT 
POSSIBLE FOR RAILROAD EQUIPMENT IN KENYA AT THIS TIME. 
NONETHELESS, WE WISH TO BRING THIS STATUS REPORT ON A 
POTENTIAL MULTIMILLION DOLLAR PURCHASE TO THE DEPARTMENT S 
RENEWED ATTENTION FOR TWO REASONS: 

1) THE AMOUNT OF CONCESSIONAL FINANCING NECESSARY TO 
GIVE THE BUSINESS TO U.S. FIRMS MAY BE MUCH LESS (PERHAPS 
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A TOTAL OF $5 MILLION) THAN THE GOK HAD PREVIOUSLY 
INDICATED; 

2) THE DEPARTMENT SHOULD BE CLEARLY AWARE OF THE TYPE 
OF COMPETITION U.S. SUPPLIERS ARE FACING IN EAST 

AFRICA, A DEVELOPING AREA WITH RATHER TYPICAL ECONOMIC 
RESTRAINTS IN THE WAKE OF THE OIL CRISIS. WE ARE 
THEREFORE SUGGESTING AN INTER-AGENCY REVIEW OF THE 
DECISION NOT TO PROVIDE CONCESSIONAL FINANCING TO 
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KENYA FOR RAILROAD EQUIPMENT. IF THE AGENCIES 
INVOLVED (STATE/AID/EXIM) BELIEVE THAT THEIR FORMER 
POSITIONS LEAVE NOTHING TO BE DISCUSSED, WE WOULD 
APPRECIATE BEING INFORMED OF THIS. FYI, USAID/KENYA 
POSITION UNCHANGED FROM PREVIOUS CABLES. 

MARSHALL 
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